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In responed 1o your reguest, you will Cind esclosed the
ariginal snd one copy of additionsl smterial on Soviet scomosmic
pavetration for possidle inclusice in the Director's testismcey
before thae Subconmittes an Becmomic Blatistics.
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jcernhille, the challenge of doviet economic growth is by wo
qeans confined to statistics, por ere the Joviets passively expecting
thelr internal econcmic schievemeuts to speik for themselves in
inducing other countries to juin she Commmunist canp. Sox the past
' five yesrs the entire Soviet Bloc hos cultivated ecomomic contacts
sith the unlerdeveloped countries of the world, toking edventoge of
every opportundity offered, and ereatiog sdditional opportunities on
thely vwm. The wespone of an econumdc offensive aye trade, credits
and srents -- and competition with third countries in the markets of
the aves which is the subject of the gomtest. ALl of these weapons
vve been used, Lub thelr specific fuim and proporticns hove varled
o plsce to place. Indeed, the avenues of approach used by e
comprnist Bloe in its ecoponc penetration effort have been as varied
e the pations to which the effort bas been directed. This variation,
1 must esphosize, is a reflection of Soviet research, planning and
Pilexibility rather than uncertaluoty or eaprice. The cne danmipent
these in the Soviet cconomic offemsive has heen to "ozt the coat to
the customer's satisfaction.  ‘Thus, the Soviet eporoach to the
Middle feot provided arme to strengthen Arsd seperation from 1ts West«
ari connections, then meleer energy leboratories to assunge Bgyptian

dewire for prestige befare getting down to the peads Yor asslstance

in light memufacturing and industrial activity and in redevelipment

i ageicultursl capacity.
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The approech to Afghenistan wes 0 fnstall o few modern processw
ing and commwrroisl facilities and pave the strects of Kebul, in short
to oreate an sppesrance of modernity in the caplital. nly after
careful cultivetion of the Afghani by extension of early samnll louns
into & large penersl program vere Soviet arme wrought into this
PROENT.

Por Indie, desircus of repid expausion of basic industry and ithe
development of industries to profuce domestically products vhlch now

reguire large sppunte of forelgsn esolw ; the Soviets hwrought offers

of steel mills, oll prompecting groupe, il refineries, mechiue tools
and phermaceutionl chemicnls.

Thus, in an opportunistic and pragmetic fashion the Sino-Sovied
Bloc hes extendsd more than $3 billion in military and econmomic aid
sinee 1y5h to werdeveloped countries of the woeld. OF this total
42.3 billion or almest 75 percent has been exbendad by the USER.
From an 1osignificent beginning in 1954 when a total of #10 million
of Pinaneial ald was axtended, anmual Bloe credits and grents ruse
somevhet erraticelly to & whal of $1 billion in 1953 and 4350 mil-
lion in the Pirst 3 quarters of 1959,

Himilarly the mmber of Bloc technicilans sctlve in underdeveloped
coantries has constently increased. We estlwete that during the perlod
1 Jenuwswy through 30 June 1959 o total of 6,100 Bloc technicians

were wking in theee arcas, of which 4,000 or 45 percant were Soviet.
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While pursulng 1ts foreign ald program the Eremlin hes worked
Por the extension of cormerciel ties between the RBloe and under~
Jeveloped countries. Between 1954 and the present, the mumber of

bilsteral trade and peyments agreements in furce between the Sino-

Joviet Bloo and underd oped coundries wes multiplied more than
3 times vhile the sctusl enchanges of coummedities pearly tripled.
As result sn inereesing share of the foreign trade of these counteles
1s being directed toward the Bloc. This is especially true of those
eourbries woich sre the most iomportent credit reciplents. Uhe Bloo
ghare of Bgypt's teade, for example, has grown from 10 percent in
1955 to S0 percent in 1958; iis share of Afghanisten's tesde from
2% o B0 percent over the same perdcd. @m Blos trede with these
countries has boeen furthered by o Soviet willingness ond sbillity o
purchoee the exports éf these cowntries st times when thelr seleo
are lagging in the West and o pruvide manufsctured guods which the
urlerdeveloped countvies sorely necd. ‘hus Brazil ie v in twe
course of pesotlsting an exchange with the USIR of its surplus coffee
Do industriel machinesy and fuel oil, both of which Brawil must im-
worvt ook both of waich are essential to the operation of the Brazilien
ecorsvay, The wedge vhlch opened Egypt o Soviet pemetratlon was un
offer of arms for cotton.

e sbility of the USER to provide those countries with regulsite
lemorts of goods or services, 1o alresdy inpressive, and will not

ddmirdish.
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